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1. SUMMARY: PRANK ARCHIBALD, PRESIDENT SPCC, CONFIRMED 
FACTS REFTEL TO EMBASSY OPPICER OCTOBER 1, BUT NOTED THAT 
PACKAGE NOT YET "IN GRAVE PERIL" ALTHOUGH SITUATION PRESENTLY 
STALLED PENDING RESOLUTION OF TWO RELATED ISSUES. PIRST IS 
GOP PAILURE TO HONOR MINEROPERU'S COMMITMENT TO EXONERATE 
TWO EUROPEAN COPPER BUYERS PROM PAYMENT OP COPPER EXPORT 
TAX, AND SECOND IS CHASE MANHATTAN BANK'S REPUSAL TO ACCEPT 
GOP COUNTERPROPOSAL THAT SPCC REPINE THE EUROPEAN BUYER'S 
COPPER ON TOLL SINCE CHASE BELIEVES SUCH A COURSE WOULD 
REQUIRE NEW CONTRACT WAIVERS WHICH IN TURN WOULD IMPERIL 
COMPLETE PINANCING PACKAGE. GOP COUNCIL OF MINISTERS REPUSED 
ACT ON ISSUE, ASKING "FOR FURTHER STUDY" AND MATTER 
IS PRESENTLY IN HANDS OP MINEROPERU AND SPCC, WITH INTERESTED 
MINISTERS, ACCORDING TO ARCHIBALD, STAYING ON SIDELINES 
TO AVOID CHARGES OP "SELLING OUT". SEVERAL TECHNICAL 
SOLUTIONS POSSIBLE, WITH CHASE MANHATTAN OPFICIALS 
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ARRIVING LIMA TOMORROW TO TAKE PART IN DISCUSSIONS. 
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ARCHIBALD DOES NOT BELIEVE USG CAN PLAY USEEUL ROLE WITH 
GOP AT THIS TAGE. END SUMMARY. 

2. ARCHIBALD TOLD EMBASSY OEFICER THAT AFTER SIGNING 

OE COPPER LOAN CONTRACTS IN GENEVA SEPTEMBER 18-20, SERIOUS 
PROBLEM AROSE WITH CHASE $200 MILLION PACKAGE. CHASE, AS 
MENTIONED REETEL, HAD ALREADY OBTAINED WAIVERS EROM 
PREVIOUS CONDITIONS AGREED TO ORIGINALLY IN NOVEMBER 1972, 

AND ON SEPTEMBER 30 FINAL GUARANTEE AND COUNTERGUARANTEE 
DOCUMENTS WERE SIGNED BY CHASE WITH CONSORTIUM BANKS. EURTHER, 
IN GENEVA, MINEROPERU AGREED TO EXONERATE BILLITON (DUTCH) 

AND ENFIELD (U.K.) COPPER BUYERS EROM 2 PERCENT COPPER 
EXPORT TAX WHICH WOULD APPLY TO THEM SINCE THEY ARE PURCHASING 
SPCC COPPER INSIDE PERU EOR REEINING AT THE NEW MINEROPERU 
ILO REEINERY. ON SEPTEMBER 17, IN ANTICIPATION THESE 
DEVELOPMENTS, A DRAET LAW EXONERATING ENEIELD AND BILLITON 
WAS PRESENTED AT COUNCIL OE MINISTERS MEETING, BUT 
APPARENTLY NEITHER MINES MINISTER FERNANDEZ MALDONADO NOR 
EINANCE MINISTER VARGAS GAVILANO WERE WILLING TO DEEEND 
IT WHEN OTHER MINISTERS (UNIDENTIEIED) ATTACKED THE LAW 
AS A "SELL OUT". (IT WOULD HAVE REQUIRED WAIVER OE THE 
CURRENT PERUVIAN DECREE ON THIS SUBJECT). THE MATTER WAS 
THEN PUT ON ICE, "EOR EURTHER STUDY", AND WAS TO HAVE BEEN 
DISCUSSED AT CABINET MEETING LAST TUESDAY, SEPTEMBER 24 BUT 
MEETING WAS CANCELLED. 

3. IN MEANTIME, MINISTER VARGAS IS IN WASHINGTON AT IBRD/IME 
MEETING AND EERNANDEZ MALDONADO HAS TOLD SPCC HE WILL NOT 
DEAL WITH THEM DIRECTLY, BUT THAT THE COMPANY SHOULD 
HANDLE THIS MATTER ONLY AT MINEROPERU LEVEL. GOP MADE 
COUNTERPROPOSAL TO BILLITON AND ENEIELD THAT SPCC REPINE 
THE COPPER "ON TOLL" BUT CHASE SAYS THIS WOULD REQUIRE 
OBTAINING A SECOND ROUND OP WAIVERS FROM FIFTY-TWO BANKS IN 
ITS CONSORTIUM AND GIVEN PRESENT MARKET CONDITIONS WOULD 
VIRTUALLY INVITE SOME BANKS TO WITHDRAW FROM THE ARRANGEMENT 
AND PROBABLY PRECIPITATE COLLAPSE OP TOTAL FINANCE PACKAGE. 

THUS CHASE HAS REFUSED TO ENTERTAIN GOP PROPOSAL. GOP HAS 

LAID DOWN POLLOWING THREE CONDITIONS TO SPCC FOR STTLEMENT OF 
ISSUE: (A) MINEROPERU WILL NOT ITSELP ABSORB THE TAX; (B) 

COPPER MUST BE REPINED IN PERU; AND (C) THIS ISSUE CANNOT BE 
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RAISED AT CABINET LEVEL. 

4. ARCHIBALD IS CONCERNED AT PRESENT IMPASSE, BUT DOES NOT 
BELIEVE PACKAGE CAN BE CONSIDERED IN GRAVE PERIL. IN FACT, 

HE SEES SEVERAL TECHNICAL MEANS OF RESOLVING ISSUE INCLUDING 
AGREEMENT NOT TO TRANSFER TITLE OP COPPER PROM SPCC (SPCC 
AS CONCESSIONAIRE DOES NOT PAY EXPORT TAX), PROCESSING 
COPPER IN BOND THROUGH REPINERY OR PHYSICALLY EXPORTING COPPER 
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FROM PERU AND THEN SHIPPING BACK TO ILO IN TRANSIT (A 
MECHANISM HE CLAIMS USED ELSEWHERE). AT THIS STAGE, WHILE 
KEEPING EMBASSY INFORMED, ARCHIBALD DOES NOT BELIEVE THAT THERE 
IS ANY USEFUL ROLE FOR USG TO PLAY, ALTHOUGH HE SAID SPCC MAY 
CALL ON US AT LATER DATE SHOULD IMPASSE CONTINUE OR PROBLEMS 
GROW. 

5. COMMENT: ARCHIBALD MOST DEFINITELY HAS NOT PUSHED PANIC 
BUTTON YET, ALTHOUGH HE EXPLAINED THAT THIS LATEST IN- 
TRANSIGENCE ON PART OF PERUVIAN LEADERS IS VERY EXASPERATING. 
ARCHIBALD NOTED THAT FEAR OF "ENTREGUISMO " RUNS DEEP HERE 
AND IS PART OF REGULAR GOVERNMENT PROCEDURE, TO WHICH HE IS 
INURED. HE HOPES THAT PRESENCE CHASE OFFICIALS WILL ENCOURAGE 
MINEROPERU TO MAKE A QUICK SETTLEMENT OF THE PROBLEM. 

DEAN 
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